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SUBJECT: SAMA AGREES TO PURCHASE TREASURY ISSUES 
REF: JIDDA 7130 

SUMMARY: SAMA GOVERNOR AL QURAYSHI HAS AGREED TO 
EXPERIMENTAL PURCHASE THROUGH FEDERAL RESERVE OE 
SUBSTANTIAL ADDITIONAL PORTION OF DECEMBER TREASURY 
ISSUE. CONTINUOUS RELATIONSHIP ENVISAGED EOR LONGER 
TERM ISSUED. END SUMMARY. 

1 . UNDER SECRETARY BENNETT IN TWO LONG SESSIONS DEC 1 1 
AND 12 WITH SAUDI ARABIAN MONETARY AGENCY GOVERNOR ABD 
AL AZIZ QURAYSHI REACHED AGREEMENT EOR AN INITIAL SAUDI 
PURCHASE OF LONGER TERM ISSUES LATER THIS MONTH. 

THE GOVERNOR REQUESTED THAT THE ARRANGEMENT WORKED 
OUT IN PRINCIPLE WITH TREASURY WHOULD BE IMPLEMENTED 
BY THE EEDERAL RESERVE BANK OE NEW YORK. 

2. THE SAUDI GOVERNOR ACCEPTED THE PROPOSAL TO HAVE 
A NEW CONEIDENTIAL RELATIONSHIP THROUGH THE EEDERAL 
RESERVE WITH THE TREASURY BORROWING OPERATION. WHEN 
ANNOUNCEMENT OE AN ISSUED IS MADE, SAMA WILL BE QUERIED 
AS TO ITS INTEREST IN PURCHASING ADDITIONAL AMOUNTS OP 
THE SAME ISSUE AT THE AVERAGE PRICE OP THE AUCTION. 
CERTIPICATES EOR THESE ADDITIONAL AMOUNTS WILL BE 
ISSUED AND PROBABLY DEPOSITED IN ONE OP THE BANKS ON 
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DISPOSE OF THESE ISSUES AHEAD OE THEIR DATE OF MATURITY 
FOR ANY REASON, NOTIEICATION WILL BE GIVEN TREASURY AT 
LEAST TWO DAYS AHEAD SO THAT MARKET FORCES CAN BE 
EVALUATED AND AN DEFER MADE TO SAMA IE JUDGED NECESSARY 
TO PREVENT DISRUPTION OF THE ORDINARY MARKET IN SUCH 
ISSUES. 

3. INITIALLY GOVERNOR WAS DEEINITE THAT SHORT-TERM 
INVESTMENTS WERE NOT NEEDED. THESE WOULD BE DONE 
THROUGH REGULAR CHANNELS. HOWEVER, DEPUTY GOVERNOR 
ASKED PROBING QUESTIONS ABOUT POSSIBLE TEMPORARY DEPOSITS 
OE CERTAIN FUNDS OR PURCHASE OE VERY SHORT-TERM CERTIEICATES. 
UNDER SECRETARY INDICATED THAT PERHAPS SOME 
ARRANGEMENTS COOULD BE MADE PROVIDED CASE-BY-CASE 
NEGOTIATIIONS COULD BE AVOIDED AS TO RATE. 

4. SAMA GOVERNOR, WHO CONSULTED WITH RIYADH BY TELE- 
PHONE BEEORE MAKING THE DECISION, SAID THEY WISHED TO 
HAVE A SPECIAL ARRANGEMENT FOR PURCHASE OF ORDINARY 
ISSUES INSTEAD OE PURCHASING SPECIAL ISSUES AS HAD 
BEEN PROPOSED. EMPHASIS WAS STRONG ON NECESSITY OF 
CONFIDENTIALITY. 

5. ONLY OTHER SAUDI OEEICIAL PRESENT AT THE DISCUSSIONS 
WAS DEPUTY GOVERNOR KHALID AL GHOSAYBI WHO TOOK AN 
ACTIVE PART AND ASKED ABOUT THE POSSIBILITY OF NEGOTIATING 
A SOMEWHAT SIMILAR RELATIONSHIP EOR PURCHASE OF ISSUES 

OE THE INDEPENDENT EEDERAL EINANCIAL AGENCIES. UNDER 
SECRETARY SAID THAT SUCH NEGOTIATIONS COULD BE APPROVED 
BUT ONLY IE THEY WERE DIRECE AND DID NOT INVOLVE USE 
OE ANY OTHER GROUP OR AGENT. AMBASSADOR AND ECONOMIC 
COUNSELOR PRESENT DURING TALKS WHICH WERE MOST RELAXED. 

6. REGARDING YESTERDAY'S (DEC 1 1) SURPRISE DECISION TO 
REQUIRE SALES OE OIL ONLY IN DOLLARS, THE GOVERNOR 

SAID ONLY THAT IT HAD BEEN UNFORTUNATE THAT THE DECISION 
HAD BECOME KNOWN WHILE CHANCELLOR OE EXCHEQUER WAS ON 
VISIT TO KINGDOM (HE DEPARTS THIS MORNING - DEC 12). 

NO FURTHER EXPLANATION GIVEN OF SAUDI DECISION TO LEAVE 
STERLING. 

CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 JIDDA 07310 I2I336Z 


7. DETAILS FOLLOW BY AIRGRAM. 
AKINS 
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